or high school dropouts, earning a GED leads to faster earnings growth, according to this study of GED [tests of general educational development] and employment data from the state of Florida.
s Higher scores on the GED tests lead to higher earnings.
s The economic return on the GED is approximately the same for whites and minority group members earning the credential outside prison, but it is relatively large for whites and much smaller for minority group members earning the credential while incarcerated.
Implications for Policy, Practice, and Research s It takes time for substantial GED-related earning differences to occur.
s The relatively large numbers of young black high school droputs who obtain a GED in prison appears to explain the lesser economic impact of the GED for minority group members.
s Acquisition of a GED credential only partially tempers harsh economic realities for high school dropouts in the United States.
s Study findings support earlier GED research using different data and methods.
This research estimates the impact of the GED on the earnings of high school dropouts who seek the credential, using a unique data set and employing several different types of estimation methods. Although the study's results may not apply to the random dropout, they can inform both policy and practice because they apply to dropouts currently served by GED programs.
Methodology
This study used data linking Florida GED test information with quarterly earnings records collected by Florida's Unemployment Insurance (UI) system. Florida is the only state where the records of GED candidates who last tested as early as 1994 can be matched to UI earnings. The resulting data set contains basic demographics, quarterly earnings, and GED test scores of 81,170 individuals. Everyone in the data was between the ages of 16 and 40 when they attempted the GED, and those who attempted the GED exams while incarcerated were excluded. Five different models were used to estimate the impact of the GED on the earnings of dropouts who attempt the exams.
Earning a GED Increases Earnings
In up to 20 quarters before attempting to pass the GED tests, there is essentially no difference between the earnings of dropouts who eventually obtain the GED credential and those who fail the exams. After attempting the tests, however, the earnings growth rate is faster for the dropouts who succeed in earning the GED credential.
In the fifth year, GED holders' quarterly earnings were estimated to be $285, $326, $330, and $336 greater than earnings of dropouts without a GED. These figures represent about a 15 percent gain in earnings for a successful GED candidate.
Earning a GED Increases Employment Probability
Evidence of the GED's effect on employment-inferred from a person's having non-zero quarterly earnings-is less strong. Estimates indicate that the relative probability of having positive earnings for successful candidates tends to increase in the postattempt period. However, there is some evidence that this may simply be a part of a general upward trend in relative employment for successful candidates that started before they attempted the GED tests. However, estimates indicate that acquiring a GED translates into about a four percentage point greater probability of having non-zero earnings by the 17 th quarter after receiving the credential.
Earning a GED in Prison Decreases its Impact
This study permitted further consideration of differences in the GED effect on earnings for whites and minorities found in "Estimating the Labor Market Signaling Value of the GED" (Tyler, Murnane, & Willett, 2000) . One of the explanations offered was that a potentially large portion of minority GED holders, particuJohn H. Tyler larly black men, obtained a GED in prison.
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When those who attempted the GED while incarcerated were included in the estimation process, economic returns on the GED were relatively large for whites and much smaller and statistically insignificant for minority group members. These results match what was found in the earlier study. However, using the same data but excluding everyone who attempted the GED exams while incarcerated leads to a different finding: The GED provides approximately the same returns to both white and minority GED holders.
Including candidates who attempted to obtain a GED while incarcerated depressed GED estimates only slightly for whites. However, inclusion of these individuals substantially reduced the estimates for minority group members because a higher percentage of GED holders from minority groups were incarcerated.
Implications for Policy and Practice
Five years after obtaining a GED, successful candidates are expected to earn about 15 percent more than the comparison group of unsuccessful candidates. These estimates are similar to the results from other recent studies on the GED that use different data and methods. In particular, they are very close to results from the Tyler, Murnane, and Willett study that used national data, Social Security earnings, and a quasi-experimental estimation strategy. The results presented here also fit prior research indicating that it takes time for substantial GED-related earnings differences to occur.
This study also solves a puzzle that emerged previously: Why does the GED produce positive effects for white dropouts but not for minority group members? This appears driven by the relatively large numbers of young black dropouts who obtain a GED in prison.
Earning a GED is not a Path Out of Poverty
Obtaining a GED is no quick fix for low earnings; it takes some time for substantial GED-related differences to accrue. Second, the mean earnings of all the high school dropouts in the study-including the GED holders-are very low. Although in the fifth year after attempting the tests, GED holders are predicted to have about a 15 percent earnings gain, a male high school dropout who obtained a GED at age 21 would be 26 when he realized this gain, and his predicted annual earnings at that time would be about $12,931. This is only about $3,000 above the poverty line for a single person and almost $1,000 below the poverty line for a married couple with one child. This underscores how individuals lacking a regular high school diploma generally have very low earnings and how the GED credential can only partially temper the harsh economic realities for high school dropouts. 
